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of rising prices the rate of discount is higher than at a time of falling prices. The average rate of discount depends upon the general rate of profit; the increase or diminution in the supply of gold produces only a temporary fluctuation, the general rate of profit being higher with rising prices than writh falling prices.
The matter is discussed by Professor R. A. Lehfeldt in an article in the Economic Journal for March, 1912, in which he shows that the great discoveries of gold in California and Australia were followed by a period of rising prices and a higher rate of discount; that the great demand for gold after 1873 was followed by falling prices and a lower rate of discount; and that when prices began to rise again, after the great production of gold in South Africa and elsewhere, the rate of discount also increased.
An attempt was made by some Bimetallists to explain both the fall in the gold price of commodities and the fall in the gold price of silver by means of a different theory from that adopted by the majority of the Members of the Royal Commission on Gold and Silver.
It was said that when the Bimetallic tie was broken, silver fell in gold price from causes affecting silver. This fall necessitated a corresponding adjustment in the gold and silver prices